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!• Introduction t Statement of the Problem 

1. The basic objective of the economic defense program is to Halt 

or impair tbs present and potential military strength of the Communist bloc 
without undue impairment of the military and economic strength and political 
unity of tha free world, insofar as this cam fee accomplished through controls 
an the trade and other external economic relations of the bloc. The simplest 
and most obvious method of doing this would, be to deny to the bloc all 
imports from the rest of the world, A complete stoppage of trade would 
ensure both a) the d enial of isports particularly significant to the bloc 
military build-tv and b} the maximum overall loss of trade advantage to 
the bloc. , . ■ 
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2. However, in the present eeeaamie defense program^ a cosplete stoppage 
of trade with the bloc bar been ruled out, partly because this would be at 
variance with established US foreign economic policy which favors expanded 
trade and liberal trad® policies, but mainly because it Is fairly clear that 

a c deplete embargo on trade with the bloc would be diplomatically unattainable 
in a multilateral framework. An ostensible reason frequently stated and 
given its classical expression by Churchill is that trade provides "helpful 
contacts and associations," permits "friendly infiltration." In any case, 
the policy adopted was a policy of limited controls over exports to the bloc. 

3. from the viewpoint of economic defense objectives alone, l.e., the 

maximum impairment of Soviet capabilities relative to those of the West, a 
complete embargo on East-Vest trade is preferable to a t •»«<+-* or "selective" 
control program. But given the necessity of a limited, control program, the 
problem then is primarily one of means, rather than ends* low shall trade 
be limited and how far? Which imparts of the Soviet bloc be selected 

for denial? So what degree should the normal volume and pattern of imports 
be interfered with? 
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*** I?*** De scription of Present Policies 
1* Objectives 

She pretest mltilateral economic defease (export control) program 
is essentially a selective control system, one which otters to identify 
and dory those Shorts which would contribute most to bloc military capabilities 
880 15S ^ 3 * 8 ® r * 3 “ s °a« ^ the general objectives of the control program as 
"to control selectively experts of cesaodities and supply of services from 
the free world which contribute sigdficantly to the war potential of the 
Soviet bloc.” .(this document not only aelumes that the effects of the denial 
of particular goods or groups of commodities on the bloc economic potential 
for war can be calculated; it suggests that these can be weighed against the 
advantages to the free world of the trade thkt would otherwise result, 

"... interference in the trade between the free world 
and the Soviet bloc should take place dhly where a clear advantage 
to the free world would accrue from such interference* (Para. 3 ). ] 

The first "general consideration* set forth is ISC 152/3 suggests 
that the purpose of trad* controls is to reduce the "relative economic 
potential for war* of the Soviet bloc, fobbing is said about attaining the 
aaidswm reduction in the bloc’s relative economic potential, presumably 
because of an awareness of the difficulties and coats which such an attempt 
would entrail for many friendly countries. Yet running through the record 
of official discussions of the control program is an illicit assumption 
that the objective# of the economic defense program can be fully achieved 
merely by selective trad* controls. The fUet that the Soviet gains fro® 
trade in other than*strategic* items appears to be overlooked. 
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Although BE trade with the Soviet blew and r!h4«a vir tually missed, 
the United States has never advocated a complete cessation of trade with the 
Commands t countries* A selective control program, on the contrary, has been 

advocated not as "half a loaf better than none” expediency but rat ionalised 
as good in principle. 


"Assuming that Idle necessary security safeguards are present, 
the free -world countries take the view that there are positive 
advantages to their asm economies to be had in East-West t rade — 
as well as ether trade— and they also are anxious to keep open all 
paths that might lead to a sounder basis for peace in the world. 1 

"Therefore the free world does not consider East -Vest trade 
es bad in itself. 


”1 m frank to say to you that the Baited States Government 
shares this view with other friendly governments, and sees no cause 
fear undue concern over non -strategic East -Vest trade.* 

On similar grounds the Kendall CommisaiGa recomeaded to the President 
and Congress in January of 19 S& "that so fbr as it can be done without 
jeopardizing military security, and subject to the enibsxgo on Communist 
China and Worth Scree, the ftoited States acquiesce in more trade in peace f ul 
good between Western Europe and the Soviet bloc." 


This view of the desirability of a limited control system of course 

rests on the assumed ability to distinguish between "strategic" and nor- ($! 

strategic" tradejaa well a^ bafe ma eu c trade which confers a "clear advantage" \ 
This involves the concept of "the net security advantage, 
The Fourth Battle Act Report stated that the basic policy of the United States 
on East-West trade rested cm four principle*, of which masher three read 
"The free world nay derive a net security advantage out of scan East-west 
trade." This concept was explained as follows on page 39 of the — w report! 


Statement prepared for Admiral Bel any** use before Bouse Sabcooaittee 
on Foreign Economic PoUey, ED/EC fi-86, April 15, 1955, p. k, 6. 
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"To urge complete eabargo in the present situation is to ignore 
the fact that tbs present trade situation offers oppor tu nities to 
the free world. The free world, with its enormous production, can 
benefit tram trade; the test is what goods ere traded end on what 
terns. The free nations are stronger economically that, they have 
ever been. Collective 2yr they ere far stronger than the Soviet bloc. 

They possess tremendous resources. On the whole they have solid, and 
healthy competitive systems. Their businessmen have behind tiara 
centuries of experience in bargaining, merchandising, and servicing. 

With these factors creating for the free world a currently strong 
trading position, the free-world nations should, be able to take 
advantage of the needs of the Soviet bloc and fcy hard bargaining gain 
beneifito from East-West trade." 

finally it should be noted that, especially sines the reappraisal in 
195b, the desirability of a limited control system is a corollary of certain 
assumptions regarding the imminence of war between, the Soviet bloc and the 
free world, which were described as follows in the opening statement by the 

states at the meeting of the Consultative Group in Paris in April 195b. 

"go ecus can assume that the possibility war has 
disappeared altogether from view. The risk of war is ever 
present and must influence our thoughts and our actions in 
the period that lies ahead. Yet the b ala n ce of probability 
favors the prospect of there being a long period of tension, 
of watchfulness, of uneasiness in the world. - tension short 
of war but including within it the ever present risk of war. 

"Our system of security controls sgKm trade with the 
Soviet areas must be fashioned and adapted to the situation* 
which confronts us. A system designed with the lanainent 
prospect of war is not that which we would have devised had 
we made the assumption which now guides our policies in all 
related security fields, and has been generally confirmed by 
the outcome of the Berlin Conference." 


d0020021 -1 


sascRSf 



Approved For Release 2001/03/0 


■RDP63-00084A0001 00020021 -1 


Such assumptions regardlrte the j^rofoebllity and timing of * possible 
«wr actually would be sore consistent, theoretically, with a long range 
program directed. Insofar as po&sibtt^ at 1 he growth of Soviet overall 
economic capebilitiea then w^th a program .greeted, as is the present one, 
at short run solitary capabilities. 1 

2. Criteria for Controls 

Before the revision of the CQGGK and Battle Act Hats in the 
of 195%, time were no officially agreed International criteria for deter- 
alnlng what items should be controlled. BoweeeevcThe CQCCH lists were the 


product of negotiations that began, with proposals by the US, the UK and 
frasoe. Zn drawing up their proposed lists, the following criteria were 

a 

employed in selecting iteas for embargo* 

“(a) Xtaaa which are designed or used principally for 

the production and/or development of anas, awwnitiop, 
mi j^pJaRawste of nr* 

"(b) Items which would contribute significantly to the 
war potential of the Soviet bloc where the iteas 
incorporate ad vanc e d technology or unique techno- 
logical know-bow. This applies only to goods 
sufficiently Important to the war potential of the 
Soviet bloc that the absence of an asfc argp would permit 
a significant advance ia Soviet bloc technology over 
its pres e nt level of development. 

"(c) Items which would contribute significantly to the 
war potential of the Soviet bloc In that the ithms, 
if embargoed, would maintain or create a critical 
deficiency in the war potential of the Soviet bloc.” 
for List IX (quantitative controls) goods had to be "highly important* 
ia contributing to the war potential of the Soviet bloc In proportion to 

1. China controls are, ofr course, directed much more broedly ai tES 
•s p ans ion of the Chine s e eeoeeey and Indus trial baae. In this sense 
the China trade controls are gore in line with the underlying political 
and strategic assumptions. However China is a special ease, treated 
in another pager. 

2. Consultative group Paper Bo. f, Annex A, reproduced from OB Doe. 213. 
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the quantities exported. Item fur List XXX (the surveillance list) had 
to he of "potential strategic significance” hut la which available inform- 

kj .$ -'V? ’-V 

tion was insufficient to establish the need for eobergo or quantitative 
control. 

"War petenfcial^wae interpreted sa follows i 

“iter potential is to hs vi ewed from hath the short tans 
aad the long tarn aspects. It includes (a) item of direct 
military application. It asp- also include, saaongst others, 
seise ted item which r ep resent (h) sectors of industry in 
which strategic aad industrial interests are wy closely 
»5ng-iwfl *m where the items concerned can easily aad quietly 
he turned over fraas peaceful uses to the Manufacture of war 
equipment or otter direct Military application aad (e) otter 
I ndu strial fields which serve to enffpesrt the basic economy 
of a country and which therefore support either a peacetime 
car a wartine economy." 

She hasie for dec iding whether a specific ecmwdity net these criteria 

varied hut in general conventional concepts were wed based on Anericaa 

eap ar iance to Identify goods "of direct ailitary aptlioation* aad "eeeters 

of iadteitry in which strategic aad industrial interests are very closely 

singled." Available intelligence was ceoeulted, but was reUed epos snare 

fear mterial that could he used In ODCOI discussions ratter then for 

conclusive evidence that the criteria were or were not met. Intelligence 

often could supply lnfornstlon showing the degree of Soviet reliance cm 

Hearts of particular iteus (l.e. the ratio of isperts to domestic production) 

hut invariably was unable to find that ssbargo of an item by itself 

"would Maint ain or c reat e a critical deficiency in the war potential of 

the Soviet bloc." Consequently, if an item was regarded as "strategic" 

In os defense ate. Mobilisation planning circles, ate if there was any 

evidence that It was in “short supply” in the bloc, it was liiely t© he 

proposed for esfeargo or quantitative control. Frequently the fact of soviet 

bloc imports vere taken as evidmee of short stgply, ate while this my he 

as excellent reason for eater going any cossodity, it does not constitute a 
Approved For Release 2001/03/02 : CIA-RDP63-00084A0001 00020021-1 
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111 1954 A very substantial downward revision of ths OOCCM list* was 
Affected. For this purpose foraal criteria were proposed by the OS aM 
adapted by the Consultative Croup &s the basis for the COCCtt review. 1 At 
first glance the am criteria, oa the basis of which a substantial pruning 
of the lists took place appear not greatly different from the old ones. 

"(a) Materials and equipment (by type* and grades) which are 

designed specially or used principally for the development, 
pfodiMtion or utilisation of arms, ammunition, implements 
of wax, and atomic energy eater ials. 

°(b) Materials and e qu ipm ent (hy types and grades) which 

incorporate advanced technology or unique technological 
know-how (including production know-how), the acquisition 
of which any reasonably be expected to permit a aigntflceat 
advance in Soviet Sloe technology in silitsy or stoadc 
energy production over the level of development already 
achieved car eapeeted to be achieved within a short period. 

“(a) Materials andaquipnent (by t PPM and grades) in which the 
Soviet Bloc has a deficiency which is critical in relation 
to its military capabilities and which it could sot over- 
come within a short parted.” 

The chief difference is the elimination of the references to "war 
potential and in general the wording la such wore precise. The connotations 
of the elimination of the war potential target are set forth in a statement 
by the OK delegation to the 09 cementing on the proposed criteria: 2 

"In the United Kin gd om view there was no doubt that a substant ia l 
seduction in the International Lists was desirable and strate gically 
Justifiable in the new circumstances, par ample, they believed that 
the f ollowing considerations which were entirely consistent with the 
criteria proposed in tbs United States paper (COCOM Document 1563 ) 
should be t aken into account whan deciding an the removal of items 
for the Lists: 

H Ccmuitative Orcup Paper ho. HI, Annex B. ' 1 

2* ibid. , p< ID-11. 
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(e) Shat the Bloc was, or was besoming, self-sufficient, or 
produced enough of a particular eQamodity to be able to 


satisfy its military needs without difficulty. 

(b) Shat though an item made eoae contribution to military potential 
it was of a general-purpose claracfcer end was used tor military 
purposes on a wall scale la proportion to its civilian uses. 

(c) that an item served the basic economy of a country and was not 
closely enough related to military production to Justify embargo. 

The effect of the 195* list revision by CQCCN was to limit the control 
system «o only those items (1) that make a direet and measurable contribution 
to the production of military goods and related technology, or (a) in which 
the Soviet bloc has a critical deficiency in relation to its military capa- 
bilities. Since the British interpretation of (1) has been to 


"aultiple use" commoditise, i.e., goods which are useful in civilian woiuc- 

tion as wall as military, relatively fe* Shorts qualify under the first 

criterion (listing guide (a)). likewise there were very few cases where (b) 

advanced technology was cited. The burden of proof for most of the caoueditfes 

retained therefore rested under (e) - critical deficiency in relation to 

allitary capabilities. Most of the difficult Rations and disagreements 

that have arisen have had to do with listing guide ( e ). with repud to this 

criterion the as delegation made the following statement in the Consultative 
Croup: 


'The first two listing guides were quite self-explanatory and, 
at this stage, did not seem to need clarification, lath respect to the 
third listing guide, which would establish the yardstick of a "deficiency 
vkich is critical in relation to its Soviet Hoc military c apab ilities” 
the tern Military capabilities" was intended to include both present 
aM capabilities. Bo far as application of these was 

concerned, hi. Government would expect that, generally and subject to 
variations in relation to the ftacts in individual cases. Items ffund 
to meet either of the first two guides would be considered eligible 

X. CG XU, page 8, lit. 
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for eafeargo sod ite » found to meet the third guide wouM he considered, 
eligible for embargo, quantitative control, or "surveillance", depending 
on t h» facte in the individual cause** 

This interpretation of military c ap a bil ities as comprehending hath 
present and future, was not written into the listing guides. It comes 
closest to approximating the old criteria with their enpha sls on war 
potential hot a ay such int e rpr e tation would hove come Soto conflict with " + 
the British interpretation given above Which clearly excluded citing a . |j ^ 
contribution to the "basic econcay" as a Justification for denial. ^Possibly 
because of this where tbs Baited States has attempted to justify embargo 
of a eoMBodity (s.g. rolling adlls and copper) under this criterion, it has 
construed future military ca p abilit ies narrowly in terns of the estimated 
military requirements for the eomsodity is tins of war ratter than as relating 
to the future growth of military capabilities in general flir puUuitial) i 

v~ — L,,i* 

3* a f fects of Bevieion 

Strictly interpreted the new criteria were bound to produce a 
radical priatfsg of the list*. This was not because the new criteria were 
ae mash different from the old as b s enw e r the burden of proof now rested on 
the supporting justification for each item proposed for retention^ \amd because 
ite British interpretation not only excluded multiple use itas from control— 
no matter how important the military applications might be in a qualitative 
abase— but also precluded controls over basic sad heavy investment goods 
which would contribute to the egpaaelan of bloc industry even though not 
direetty to military production. Pot a great deal is loft* 

Moreover, each item was considered on its individual merits without 
any systematic attempt to calculate the aggregate effects on bloc capabilities 
of the list revision as a whole. The aggregate effect of the list revision 
thus ted an indeterminate relationship to the decisions in each indiv idu al 

ease. Btea the list reviews* ewer the Bolted States g o vern m e nt ted to _ 

-^'IV avCU-o^ 

admit that in the aggregate the revision went farther than we would Mhe to see. 
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In the field of machine tools and aet&l working, equipment a master of 
specialised 3 terns such as certain types of baring Mils and lattes were retained 
on the eufcarso lint because they net criteria (a) or (c). In the first (as* 
the technicians were able to agree that such equipment was designed to te used 
principally in the production of ordnance, aircraft, or otter military items. 

In may oases the item were more precisely defined and delimited. She items 
for which critical deficiency was claimed are more subject to question; in 
many cases the intelligence data did net clearly meet the criterion but tte 


item was retained on an ad tec basis. General purpose Machine tools such as 
turret lattes were removed from tte list sad rolling mii.1* were retained on tte 


etearso list only provisionally. She subsequent dispute over r olling mills 
tea demonstrated that tte controls erected on tte present criteria are extremely 
limited since many types of rolling mills although basic to heavy industry 
expansion do not qualify under tte criteria, laavy power generating equi pme nt 
was kept under embargo but subject to ecmtiaudng dispute. Sail transportation 
equipment including flat ears, tank cars and rails were removed from control 
although tte 13B3H is engaged in a major expansion of Its rail transportation 
system. C^per metal was kept under eafeargo only under strong protest and bare 


copper wire was put on List XXX. 
tantalum, titanium sod gEraaniuJr,^ 


. coOMsfciiaa, molybdenum, cobalt, 

irt f.'O % 


She above description does not purport to be anything but illustrative 


of tte fbets that while a saber of special purpose equipment items 

remain under eatearyo, many items are no longer controlled which must contribute 


to tte expansion of the Soviet bloc's industrial war potential in proportion, 
to the quantities which will in tte future be imp orted. 


III. graduation of tte Present Cousrola 
IS 3 C 152/3 concludes that: 

"Over tte long term, trade controls, though withholding a 
contribution to ■fee overall Soviet bloc economy, cannot seriously 
impair that economy. Over tte short tens sad In selected areas. 


however, there probably is a retardation of tte growth of Soviet 
war potential." 
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I ' g^n if n«» admits that the controls actually depress the volume of 
trade, the effect of the present controls is admittedly slight. bloc 

ec onomy is large, hli^ly though not uniformly industrialised, and diversified, 
whereas t*** total volume sod value of its hapoart# by comparison i* very small* 
1 HB -59 ccracluded in April of 1953 that a ccmplets stoppage of trade fraa then 
existing levels would not have a signif leant effect on the general level of 
eccmcmlc activity of either the bloc or the West and that while seme bottle- 
necks would be created which would reduce production of specific military 
end-items, most of these would be eliminated and the hearts replaced fay domestic 
production within a period of four years* Again MS 100-3-5% estimated in 
March of 195 % that a substantial relaxation of controls would increase bloc 
economic capabilities but not significantly and that the advantage to bloc 
military potential would almost certainly be small. v *' f 

Sinoe the overall impact of preserrt control* im admittedly slight the 
most pertinent questions that tan be asked about the impact of the controls are 
these: (l) Is the impact of denial actually concentrated on the intended 
target, i.e., production of military goods, tar is it gen e ralised throughout 
the economy? and {2} Is the aggregate impact of the present control system 
the vbxJmm impact that can be obtained per value unit of goods denied to the 
bloc? 

1 , of affects Within the Bloc 

In general It is impossible to identify am? goods imported by the bloc 
which the bloc could not in time and at same cost produce in requisite quantities. 
One ccsaaodity which so far as is known is not produced in the bloc and which 
has important military uses in the bloc is natural rubber. Sowewer, natural 
rubber bos never been effectively contr ol le d because important supplying 
countries were outside the control machinery. In almost every case the bloc 
has its own production of the eemmodity and wishes to supplement it by imports. 

In few, if any, coses has intelligence been able to demonstrate that the denial 
of an isgxxrt would reduce the output of any particular military goods in the 

SSCRET 
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Soviet bloc. It bu been somewhat easier to deaonetrate that certain c omas ti tles 
ffl®body a contribution of advanced technology but here again the presuaption must 
be that the technology In question is transferable — though perhaps at grater 
cost and delay — by other means than proto- types. 

5he present controls have been described sa aimed at bloc military 
production capabilities. 1 Sowever, aiming and firing at a target does not 
guarantee a hltj the target may move, and shortages asy become surpluses. What 
Is certain is that a number of g ood s rams In under embargo which the Soviet bloc 
would 11 ke to acquire and which it would probably have used in its war production 
industries. There is no way of telling — beyond mere preemption — that the 
denial will limit or depress overall production of military end-items. In most 
cases it must be presumed that the denia l of these goods means that the bloc 
will produce them itself — probably at a higher cost — but the burden may 
well be shifted and borne by the investment or consumption sectors of the bloc 
economy, or it may be overcome by expanded trade in nan-controlled items. Thi s 
may have a long-run although ins ig n ific a n t effect on the expansion of the bloc's 
overall economic capabilities but would not affect the industrial potential or 
military capabilities of the bloc at all in the short run. In the process of 
aiming at this narrower-military production- target— a number of imports that 
obviously contribute something to the growth of the Soviet economy have been 
removed from control. This may haw been Justified by diplcutic and political 
considerations but tbs overall effect on relative economic capabilities— though 
probably very slight— was almost surely favorable to the Soviet bloc. 

2 * jslatiw Productivity of Present Control* 

Contrasted with the incidence of the impact of controls as between 
various sectors of the bloc economy, there is the question of the aggregate 
iapact or cost — itoerever it falls within the economy — of a given set of 


""fee BSd 152/3, icanamic befenae, Soveaber t», 1953 
SMC B-101, February 8, 1955, p. 


also 
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controls, if we cannot be sure where the cost is borne, can ve at leas t 
be sure that, given the degree of multilateral controls politically obtainable, 
we are imposing the m a ul mrm cost on the bloc? She answer to this is that we 
caimot be sure since the iteas selected for control were not selected an 


this basis* Shat the present program imposes a cost on the bloc economy 

follows if one accepts the profusion that the controls limit the total 

iulllm TVuX * 

vola** of bloc imports ha r- aa smsm nt which . be a rs s am e prac t ical mlutSwa s hip 
te what hr m fa adtuiib a ge s t he p artic ip a ting ewitrlag think are Imr al w efc-aat 


sm- wf Ulna to sacrifice* But we have — at present — no way of imnuing 
whether and to what extent the bloc will replace the denied goods and tow 

each this would cost the bloc. Put an o t her way, we have no concrete statistical 

. „ . okibr oc TJ 

■easure of the econcaaie gain to the bloe tem tbe^trade i$ it were allowed 

to take place. She cost to the bloc — the lspairmeiit of its overall ec onomic 

capabilities.— is the loss of this advantage which in turn is related to 


the cost of re p la cing the iaporfcs from its own resources adjusted fcy the 
savings involved in not producing the eaparta to pay for the i^orts. 

f^fhae all we can say about the Impact of the present program is that 
it is a function of the amount of trade cut off ud that the greater the 
voluae of trade interfered with, the greater the impairment of bloe economic 
ca p abilit ies. In general therefore we cannot distinguish between bloc 
imports either on the basis of their unique contribution to the p» v* *M -ticv i 

‘ v ! -' : -1V1 U\ r- 

of a specific military end-item, or on the basis of the relative cost to 
the bloc of replacing different imports. 

3* 1st Security Advantage i b .»>**<■ \ % (Mr<. .•■** >■*«,■*< 

- ; -/‘(Kivu U n fki -• < if ,,*M 

It follows fre© the atome that-the Smjal (or vice-versa) of a " 

s in gl e coamodity can almost never: be Justified solely in relation to that 


commodity hut only as a part of a bundle or list of ccmeoditles select®! 

. _ « ^ ,v "' 

to cut down the volume of Best -Vest trade. ffausUt is dsfclous to speak 

of a {particular transaction or bilateral trade arraagmsnt as involving 
a net security advantage for the last, insofar as this advantage is 


conceived of in tanas of altered relative economic capabilities . The 
effect of trade controls on relative economic aa pafc-t'H+.f - f be analysed, 
if at all, only la terms of the aggregates involved. 
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la aggj-egftte terns, the economic advantage of Best-West trade is 
probably neater for ttae Soviet bloc than for the lest. Studies ccsuhicted 
by the Economic Intelligence Committee in connection with JCES -59 provided 
gpod ev idence that the cost to the bloc of eliminating all Bast-West trad® then 
(19X3-51) being carried on would be considerably greater than the cost to the 
West, j^-tber- wris, t h e agg r egate advantage - ue lag atnwy b-mwe -'to weasore-tte 


a sf - . thsra 


g r eater than the ad vantage-to tfae- W es* . Moreover, considering the bloc *# lower 

level of production and income, the gain to the bloc is relatively greater 

*>**•'** vi ryl*- 

the comparison of absolute gains would suggest. Even acre 3 s©ortant,/> the aAvma* ^ ^ 
ta gc of trade to the bloc, or ccseversely the cost of cessation of trade, was * »**\ 
thought to be Much more directly related to bloc^mdidtary^ cdgafr whereas J < 

In the Itest military capabilities coaid Msattly be said to depend on Best-Heat 
trade at an. There is no reason to believe that the sane is not true with 


respect to the present level of trade and within fairly wide limits of additions 


to or decrease® from ttet level. 

As far as the economic analysis of Sast-lfest trade can be carried, therefore, 
the net advantage cle arly lies with the bloc. In the absence of evidence to the 
contrary, anything that increases tr ade between the bloc and the rest ox the 
world inc reases the bloc's economic capabilities relative to those of the Meet 
and vice versa. A particular transaction or set of transactions can only be said 
to involve a net advantage to the United States when political or other non- 
economic factors are introduced tote the analysis; since these are usually 
ncffl-quactifiable it is only a figure of sp e ec h to say there la a met _ advantage 
for the United States. Hbat is meant is asrely that in a particular case 
political considerations are overriding. 
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i ca tioBg for Policy 

She foregoing discussion may he summarised briefly as follows: 

1. Srede controls interfere vith the composition i£=aetr site 
the volwms of East-West trade. 

£. trade controls thus impose an economic coat to bote tee 
Soviet bloc aad the Heat. 

3. Shis coat is restively amU on bote aides hut greater 
for the bloc bote absolutely and relatively aad probably 
alao infringes on the military sector of the bloc economy. 

In other words, trade controls hurt tee bloc more ttmaa they 
hurt the West. 

h. We do not know how the lapact of trade controls within the 
bloc is distributed between various sectors of the economy, 
but it is presumed from the mature of the goods e #*»-rgoe fl 
that the cast falls on both tee military aad investment 
sectors. 

Hhat this implies for/policy (on tee narrow level of ecoosnic analysis) 
is nothing leas than a complete embargo on East-West trade. However, as we have 
seen such an extreme policy would not be acceptable to other participating coun- 
tries, and In. respect of a norther of coaacdities would probably not be feasible. 
Political aad diplomatic expediency and other practical considerations therefore 
dictate a limited flexible control program. 

the criteria e^aloyed in selecting goods fear denial under tee present 
control program are unsatisfactory because on tee one i-wad they exclude from 
control not only basic commo d i ties (raw materials and heavy primary capi tal 
equipment) essential to economic aad Industrial growth, but also many things teat 
enter into military production but alao have civilian uses, ft attempts to be 
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nore selective then our knowledge of the Soviet economy permits j it relies too 


little on presumption (frequently compelling) sad toe exclusively on proof 
(usually noo-existeat). 

•Hhis -we need a ware "rough aad ready ', pragmatic. set of eotxtrais and 



criteria, seed an approach which is concerned with the overall impact aad 




does not quibble over individual items, which does not argue that this item is 
hard core and that one is not. Finally, we should recognise that in practically 
no cose where there Is disagreement is the effect on the biro one way or the ! 

other significant enough to Justify the lass of good will of say of our al 1 -W i 


or the expenditure of high leva! diplomatic energies that should be devoted to. " 
more hport aat issues/ , sk < UAI ,^ ' 

Tb& following section eaploras the availability of alternative c onceptual 


approaches to, and criteria for, a Halted control program. In the end it nay 

turn out on purely praguatie grounds that the best limited control system is 

4 *i 6M£-$f ^ K>t ( v-V^W, t* 

with modifications,/ the one we faaVe sow. But, to repeat^ tm pxmgswUc groaoiij 

4Ui ob^€cr^C 

not on the continued acceptance of the distinction between "strategic" and 
"non-strategic ’* — ir J -|; i.-Ttln blue Ism 
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